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NOtice is hereby given that a person allneved. by the foregoing
decision has the right to rue a petition for judicial review as
providect in s. 227.53. Scats. The petition must be rued within
30 days after the date of mailinl of this decision. That date is
shown on the fll'St page. If there is no date on the first page.
the date .,( mamns is shown immediately above the sian-mre
line. The Public Service Commission of Wisconsin m~ be
named as respondent in the petition for judicial review.

Notice is further given that. if the foreloi.q c1ecision is an
order foUowinS a proceeding which is a concestee1 case as
defmed in s. 227.01(3), Stats., I person IIJrieved by the order
has the funber right to flle one petition for rehearins as
provided in s. 227.49, StItS. The petition must be rlled within
20 days of the date of mailing of this decision.

If this decision is an order after reh=rinl, a person aggrieved
who wishes to appeal must seek judicial review rather than
rehearing. A second petition for reh=rinl is not an option.

This general notice is for the purpose of ensuring compliance
with s. 227.48(2), Stats., and does not constitute a conclusion
or admission that any particular party or person is necessarily
aggrieved or that any particular decision or order is fiml or
judicially reviewable.

Revised 4122191



STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter, on the Commission's own )
motion, to consider Ameritech )
Michigan's compliance with the )
competitive checklist in Section 271 )
of the Telecommunications Act of 1996. )

-------------------)
PROOF OF SERVICE

STATE OF MICHIGAN )
) SS

COUNTY OF INGHAM )

Case No. U-11104

Denise A. Pearl, being first duly sworn, deposes and
says that on September 19, 1996, she served a copy of AT&T
Communications of Michigan, Inc. IS Letter and Attachments
dated 9/18/96 upon the parties of the attached service list
by depositing the same in the United States mail, enclosed
in an envelope bearing postage fully prepaid and properly
addressed.

Subscribed and sworn to before
me this 19th day of September,
1996.

~u'.tlJ.Q;.W&...~L-
ROBECdAJ. W6lJ"E

Nota')' Public, Eaton County, MI
My Comm. Expires Feb. 14,2000

.(O~l w.. ~~C!c~J'



AT&T
Larry Salustro (P44174)
Cheryl Urbanski (P55005)
4660 S. Hagadorn Rd., Suite 640
East Lansing, MI 48823
(517) 332-9610
(312) 230-2665
(312) 230-8210 (Fax)

George Hogg, Jr. (P15055)
Fischer, Franklin & Ford
3505 Guardian Bldg.
Detroit, MI 48226-3801
(313) 962-5210
(313) 962-4559 (Fax)

U·1l104 Semce List

World Com. Inc.
Norman Witte (P40546)
115 W. Allegan Ave., 10th Floor
Lansing, MI 48823·1712
(517) 485-0070
(517) 485-0187 (Fax)

MCI
Albert Ernst (P24059)
Dykema Gossett
800 Michigan National Tower
Lansing, MI 48933-1707
(517) 374-9100
(517) 374-9191 (Fax)

MCTA
David Marvin (P26564)
Michael Ashton (P40474)
Fraser Trebilcock Davis & Foster, PC
1000 Michigan National Tower
Lansing, MI 48933
(517) 485-5800

TCG
Roderick Coy (P12290)
Stewart Binke (P47149)
Clark Hill P.L.C.
200 N. Capitol Ave., Suite 600
Lansing, MI 48933
(517) 484-4481

Douglas Trabaris
233 S. Wacker Dr., Suite 2100
Chicago, IL 60606
(312) 705-9829

Ameriteeh
Craig Anderson (P28968)
Michael Holmes (P24071)
444 Michigan Ave., Room 1750
Detroit, MI 48226
(313) 223-8033

Attorney General
Orjiakor N. Isiogu
Assistant Attorney General
Special Litigation Division
630 Law Bldg.
Lansing,MI 48909
(517) 373-1123
(517) 373-9860 (Fax)
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William A. Davia "
Chief Regulatory Counsel
Central Region

VIA HAND DELIVERY

Ms. Dorothy Wideman
Executive Secretary
Michigan Public Service Commission
P.O. Box 30221
Lansing, MI 48909

September 18, 1996
13ttl F100r
227 w.t Monroe Street
Ct*:lIgo. llInoia 60606
312~2636

Re: Cause No. U-ll104
1D the Matter, on the Commis,iont, 0WIl motion, to coasider
Ameriteeb Michipntl compU.nee with the competitive checklist
in Semon 271 of the Telecommunications Act of 1996

Dear Ms. Wideman:

AT&T requests tb8t thil1eUer aad the attached documents, all ofwhich are
public records from the W"lSCOIISiD Public Service Commission, be included in the
record ofthe above-entitled proceeding concerning compliance by Ameriteeh with
Section 271 of the TelecommunicmoDi Act of 1996 (TA 96~ To the extent
necessary, AT&T requests administrative DOtice of these documents.

These documents demonstrate that careful inquiry is appropriate concerning
the nature of the relationship between Ameritech and any competitive local exchange
company which Ameriteeh puts forward as providing competition within the
meaning of the "actual competition" test under Section 271. The attached documents
imply that Ameriteeh may well submit qreements with companies with which it has
a financial interest without disclosing thein~ may make unspoken reservations
based on technical points conceming corporate legal structures within an enterprise,
and may dispute the existence ofequity ownership rights merely because they are
contingent upon future, albeit certain, events. Other terms may also be included in
the agreements which are inconsistent with a competitive marketplace, although they
are completely understandable in an qreement between future affiliates.

The background ofthe situation in Wisconsin is as follows. By Orders
entered on July 25, 1995 and November 22, 1995, the Wisconsin Commission, based
on complaints by AT&T and others, mandated that Ameriteeh implement intraLATA
1+ interconnection services according to a specific schedule. Following Amer!tech's
unsuccessful attempt to stay the decision in Circuit Court, the Wisconsin •

SEP 20 1996 ,
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Commission agreed to reopen the proceeding to reconsider the implementation
schedule in view ofthe passage ofthe TelecommUDications Act of 1996. On June 6,
1996, the Commission agreed to defer the implementation of intraLATA 1+
presubscription if, by August 1, 1996 Ameriteeb, iDler alia, concluded and filed with
the Commission interconnection agreements with two competitors, a facilities-based
competitor and a reseller, regarding the tams mel conditions under which the
competitors may interconnect for local service pursuant to Section 252(a)(1} ofTA
96. The Commission specified that only con1racts with certain substantial
competitors would qualify, including complainants iD the original proceeding or
companies that had previously tiled bona fide requests to Ameriteeh to interconnect
under TA 96 before April 1. 1996.1 However, die Commission left open the
opportunity for Ameriteeh to show that additional interconnectors could be
designated as substantial competitors for the purpose ofpostponing the intraLATA
1+ competition.

The Wisconsin Commission explained that it was providing a potential for
deferral in the 1+ interconnection schedule in an effort to accelerate competition for
local services in WISCOnsin. The Commission cited the provisions ofTA 96
allowing Ameritech to provide in-region interLATA toll services (Sections 271(b)( I)
and (d)(3», and also indicated that it was providing an incentive to encourage
Ameritech to provide local services on a competitive basis. It stated:

[T]he Commission emphasizes that it is authorizing a delay in the
implementation schedule in this docket for up to six months in order to obtain
a significant step toward local service competition in this state. Because a
similar agreement is also a necessary part ofAmeritech's application as an in­
region interLATA carrier, the agreements required under this incentive will
also improve the competitiveness ofthe interLATA long distance market in
Wisconsin as well. Order of June 6. 1996. at 12-13.

On July 30, 1996, just prior to the August I deadline, Ameritech filed two
agreements dated July 26, 1996, between Wisconsin Bell, Inc. (d/b/a Ameritech
Wisconsin) and GE Capital Communications Services Corporation (GECCSC).
Both agreements were for resale services, one ofwhich was for residence and the
other for business services. Although GECCSC was an authorized long distance
reseUer within Wisconsin since 1993, it was only on July 22, 1996 that GECCSC
notified the Commission of its intent to expand its service offering in Wisconsin to
include "all forms of resold local exchange telecommunications services." GECCSC

I The qualifying competitors for this purpose included the parties seeking intraLATA presubscription,
AT&T. MCI, Sprint, Schneider Communications. Inc..1Dd Norlight, as well as pre-April, 1996 authorized
providers, TCa and MFS. '.
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indicated that prior to that date it was operating in Wisconsin only as a rescller of
MTS, Software Defined Network (SDN)-type services and WATS. GECCSC
asserted that granting it the authorization to resell local service will further the
Commission's policies ofcompetitive entry and the goals ofTA 96, and contribute to
the development oflocal competition.

On July 31, the day after the filing ofthese interconnection agreements and
nine days after GECCSC sought to expand its authority to provide local service,
Ameritech filed its request with the WISCOnsin Commission to postpone intraLATA
1+ presubscription, claiming that it satisfied all the requirements in the June Order
for postponement. With regard to the requirement to have interconnection
agreements with facilities-based providers, Ameritech represented that it had tiled
agreements with two facilities-based competitors, MFS ofWISCOnsin and Time
Warner. With regard to resale, the only carrier mentioned was GECCSC, based on
the agreements which two days previously had been filed with the Commission.
Although GECCSC was neither a complaiDant nor a company that had sought
interconnection from Ameritech prior to April, 1996, Ameritech represented that
GECCSC should nonetheless be considered qualifying as a provider because it
would, among other things, further the Commission's policies of "introducing timely,
broad-based and effective competition to all telecommunications markets in
Wisconsin as soon as possible." And, Ameritech represented, GECCSC "will have a
sufficient presence in a local telecommunications market in Wisconsin to serve as an
appropriate model for future agreements...it bas brandname recognition and the
financial resources superior to that ofmany ofthe nearly 300 similarly certified
Wisconsin resellers. By its contracts it bas demonstrated its intention to serve not
only the business but the residential Wisconsin market as well."

In response to the July 31, 1996 filing, the Wisconsin Commission Staff sent
a request for information to Ameritech, dated August 6, 1996, which is attached as
Exhibit A. Staffposed four separate questions in two areas.

First, Commission records showed that some five months earlier, GECCSC
had sold a portion of its Wisconsin customer base to another company, MIDCOM
Communications, Inc. The Staff asked whether Ameritech was aware that GECCSC,
far from expanding its presence as a competitive company in Wisconsin, as
Ameritech represented, was in fact reducing its presence. Staff further inquired
whether, given the reduction of GECCSC's customer base, Ameriteeh has some basis
to claim that the interconnection agreement will further the Commission's goal of
introducing timely, broad-based and effective competition to all telecommunications
markets. Finally, on this point, Staffasked for documentation from Ameritech
indicating support for its assertion that GECCSC now included both business and
residence customers and both urban and mral customers. ".
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Second, Staff inquired concerning a possible financial interest Ameriteeh had
in GECCSC. Staffquoted Ameritech's annual reports for the last two years that
indicated that:

Ameritech holds a 5472 million debt stake in GE Information Services, which
will convert to a 30% equity stake as soon as certain restrictions on long
distance service are removed.

Based on this CUlTeDt financial interest and inevitable equity interest, Staff inquired
on what basis Amcritcch claimed it had an intcrconncction agreement with a local
service resale competitor.2

Ameritech responded by briefletter on August 15. (Attached as Exhibit B)
With regard to the representation Amcritech made concerning GECCSC's presence
and the expansion ofcompetition, Amcritech indicated that it had relied upon a one­
page letter from counsel for GECCSC indicating its intention "to expand its service
offering in the state ofWisconsin to include all forms ofresold local exchange
telecommunications services." This was the same letter filed with the Commission
on July 22, 1996 seeking expansion of GECCSC's operating authority.

With regard to the financial interest question, Ameritech indicated that it had
"no financial interest in GE Capital Communications Services Corporation."
Ameritech admitted that it had "lent money" to another GE subsidiary, GE
Infonnation Services (GElS). With regard to the equity interest, Ameritech stated
that Ameritech presently has no equity interest in GElS or any other GE subsidiary.
Continuing the attempted distinction between affiliates, Ameritech indicated that
"GElS does not provide local exchange services." GECCSC could, therefore, be a
competitor ofAmeritech Wisconsin in the provision of local exchange service.

Two aspects of this explanation warrant more scrutiny. First, GE is now a
debtor to Ameritech, paying interest on a halfbillion dollar loan. This obligation
ceases when Ameritech becomes a long distance provider, an event that may depend
in part on interconnection agreements such as the one submitted to the Wisconsin
Commission. Thus, GElS as debtor and Ameritcch both have an interest in
Ameritech satisfying the long distance entry requirements.

Second, the relationship may not be "arms length." Regardless of whether
Ameritech and GECCSC are now "affiliated" within the meaning of either Wisconsin
law or TA 96, there is an undeniable relationship. The contingency prior to the

2 Attached to Ameritech's Commission letter is the letter from MIDCOM to the Commission dated :
February 6. 1996. Also attached are pages from Ameritech's 1994 and I99S Annual Reports.
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equity interest-interLATA entry-is sure to occur within the 10 year tcnn ofthe
contract. Thus, the interconnection agreemeDt submitted will be one in which
Ameritech is the party on one side and an affiJiate oftbe party on the other side­
indirectly, but in a real sense, Amcrltech will have ccmtraeted with itself and
submitted that contract as proofof competition.

Obviously, this situation would give another appearance ifAmeritech's equity
interest had nothing to do with telecommUDicatioDS or TA 96. Because ofthe close
connection, however, and the real effect that such agreements may have on bringing
about the contingency, these matters are significant.

In addition, there are at least two otha' unusual items in these agreements that
raise questions about whether they are "arms Iength." In return for the local service
interconnection terms, GECCSC apparently agrees not to compete with Ameritech
for the provision of intraLATA toll services:

IntraLATA toll service. ReseUer hereby guarantees Ameritech 100% of its
intraLATA toll service usage during the term ofthis Agreement. IntraLATA
toll shall include directly dialed intraLATA message toll service. Agreement,
page 11 (residential service); Agreement, page 11 (business service).

Similarly, both agreements contain a provision whereby GECCSC is obligated to
give Ameritech the right to provide interLATA services to GECCSC under rates,
tenns, and conditions that are equal to or superior to those of other interLATA
providers in the relevant service areas. Agreement, page 19 (residential service);
Agreement, page 19 (business service).

The intraLATA provision is especially troublesome in view ofGECCSC's
current business. GECCSC is currently exclusively an interexchange service
provider reselling WATS, MTS, and SDN-type services in Wisconsin. Under the
Wisconsin Commission's Order, it will soon be able to provide those services on an
intraLATA presubscribed basis even if its resale interconnection agreement with
Ameritech delays that market opportunity for a few months.

On August 27, 1996, the Wisconsin Commission voted 3-0 to deny
Ameritech's request for further postponement of intraLATA 1+ presubscription. In
denying the request, the Wisconsin Commission focused on the GECCSC's
agreements and found them not in the public interest. The Commission specifically
noted that intraLATA and interLATA toll service provisions in the agreements were
impennissible tying arrangements; that Ameritech's substantial investment in GElS
raised affiliated interest concerns and CODCemS about whether the agreements were
bargained at arms length; and that the scope ofagreements, only involving 7,5QO
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lines, did not create a sufficient presence in W"1SCODSin by GECCSC to service as a
model agreement.

On August 27, 1996, Ameritech filed a motion with the Wisconsin
Commission asking the Commission to reconsider its decision. Ameritech
represented that it had removed the intraLATA toll service provision from both
agreements. On August 29, 1996 Ameritech Itplesented that it had removed the
interLATA provisions.

On August 29, 1996, the WiscoDsin ('.ommjS'ion denied Ameritech's Petition
for Reconsideration. The Commission noted "[w]bile the [Ameriteeh] filing purports
to eliminate those sections ofthe IntercoDDection Agreement to which the
Commission bas objected, there is no evidence that the other party to contract, GE
Capital Communication Services has apeed to the revision ofthe contract. There is,
therefore, no new contract or revision to a prior COIltraet before the Commission at
this time." (WISCOnsin Commission's Letter Order dated August 29, 1996 - Docket
No. 6720-TI-l11 (copy attached as Exhibit c), p. 2). In addition, the Commission
found that the "anti-competitive aspects oftbc Interconnection Agreement that
prompted the Commission's disapproval OIl August 27 still exist. The Commission is
concerned that the tying arrangement may be in violation of state and federal anti­
trust laws." @ Finally, the COmmissiOll held "the fact that Amcriteeh has
unilaterally amended substantive terms ofthis agreement only strengthens this
Commission's impression that this is not an arm's length transaction with a
competing provider of local telecommunication services in Wisconsin." @:..at p. 2,
3.)

This situation is informative for the oversight ofAmcritech agreements in
view ofthe requirement, under TA 96, that Ameritech certify that it has entered into
an agreement with providers offacilities-based local services for both residence and
business customers. It is apparent from Ameritech's actions in this Wisconsin case
that Ameritech may fail to disclose affirmatively what others may find to be relevant
financial relationShips between parties to interconnection agreements, whether or not
they meet the definition of"affiliates," aDd that when questioned Ameritech will
respond to affiliation issues citing technical and intricate corporate legal structures.
If this Wisconsin experience is representative, the Commissions must inquire
specifically, and it must ask the right questions.

Amcriteeh has already entered into agreements with potential competitors,
some ofwhich are characterized by extraordinarily long tenns, such as ten-year
resale agreements. AT&T docs not dispute that Amcriteeh can enter into an
interconnection agreement with any entity, whether or not it is affiliated with
Ameritech and whether or not Amcriteeh has a financial interest. However, to the
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extent that (I) the interconnection agreement would be relied upon by Ameritech to
satisfy the particular interconnection agreement requirement in Section 271 ofTA
96, or (2) the agreement would be given even slight precendential weight in judging
the reasonableness ofagreements or the outcomes ofarbitrations with other
competitors, then the Commission should inquire closely into these matters. The
inquiry should extend to the financial or managerial relationship, ifany, between
Ameritech and the other company, the existence, ifany, ofside arrangements such as
financing or future equity options or ri&hts, and the tams, ifany, in which the other
entity agrees not to compete with Ameritech in return for the particular terms that the
competitor has received.

AT&T does not have infcnmation that such other relationships exist, because
it has thus far relied on Ameritech's disclosures in tiliDgs made with the state
commissions. However, documents filed with the WISCOnsin Commission, both
those originally filed that did not include disclosures and the response offered by
Ameritech even after it was confronted with public records and paragraphs from its
own annual report, do not generate confidence that Ameritech's voluntary disclosures
will contain all relevant information on these subjects.

Respectfully submitted,

William A. Davis, II
Counsel for AT&T

WAD/db
Attachments

cc: All parties on attached Service List (w/enclosures)



Public Service Commission of WisconsiIi

-
Cher)'l L. Parrino. Chail"llWl
Scott .0\. Seitzel. Commissioatr
Daniel J. Eastman. Commissioner

AUiUst 6. 1996

Michael P3.ulson
Ameritech Wisconsin
722 NOM Broadway
Milw~ukl"e. WI ~~202-4396

Jacqueline K. Reynolds. Execudye Assistant
Lyada L. Dorr. Secretary to tile Commission

Steven M. Schur, Cbief Counsel

Re: In the Matter of a Complaint and Petition for an
Order Requirin,lmraLATA Equal Access in the
Exchanges of Ameriteeh Wisconsin

Docket 612o-TI-lll - DATA REQUEST 1

Dear Mr. Paulson:

6720-TI-lll

To assist our review of Ameriteeh's July 31, 1996, request for waiver, we request that you
respond to the questions below. For purposes of your response, any reference herein to
Ameritech should be deemed to include any affiliate of Ameritech havin, a current affiliated
contract or arrangement with AmeriteCh Wisconsin. as those terms are referenced in s.
196.52. Scats.

~

1. In Ameritech Wisconsin's request for waiver. Ameritech assertS that
-OECCS will to.a·..e a sufficient presence in tA~ local teI~ommwUcaticlUs

market in Wisconsin to serve as an appropriate model for future
agreemcms that other telecommunications providers may reach with
Ameriteeh.· However. on February 6, 1996, MIDCOM
Communications Inc.• informed the Commission that it was acquiring a
portion of GECCS's Wisconsin customer base. A copy of that letter is
enclosed. Was AmeriteCh aware that GECCS had previowly decided
to reduce its presence in Wisconsin when it prepared its waiver
request?

.. '

610 Nonh Whitne,· W.~·. P.O. Box 7854. Madison. \\'1 53707.7854
General Information: (608) 266.5481: (608) ~67·1479 ('TTY)

F:u:: (608) 266·3957
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2. Given tbc (act that GECCS has sol~ or is sellin., a portion of its
customer base in Wisconsin, on what basis does Ameritec=h assert that
GECCS has or will have preseace in me local telecommunications
market? What information does Amerirech have to indicate whether the
current CUStOmers served by GE CJpiral Communication Services
Corporuion (as well as customa'S served by GE Exc:banie. GE Capiw
Exchange or GE Capital-ResCam) iDclude both business and residential
customea and both urban and mral ClUUlDm?

3. Again. liven the ract that GECCS bas sOld. or is seUiDl. a ponion of
itsCUStOlDet base in WiscoasiD. does AlDiifitlCh bave any other
infomwion upon which to~ Us claim diu die imerconnection
a~ with GECCS will farrber me Commission's ,oal of
intrOdnciDl timelyt broad-bued. IDIi etrective competition to all
telecommunications markets.

4. In Amerirech's 1994 Annual Report. 11 pap 26. rbe company reportS:

III May 1994. $472.' llliUion was invested in the fonn of
a loan to a Gcnen1 Electric: COIIIpIIlY (GE> subsidiary
cbat provides sophisticwd elecaoaic commerce . . .
Tbe loan converts to a 3O~ equity position if certain
rquWory relief is craamd to die compa4Y.

In Ameriteeh's 1995 Annual~ It pqe 15. die company &lain
reports:

GE Information Services (GEIS) is a leader in the
worldwide elec:uon.ic: clara iIarcbanIe market . . .
Ameriteeh holds a $472 million debt SIIb ill GEIS.
wbic:h will convert to a 30~ equity stake IS soon IS

. cenain restrictions on 1001~ services are
removed.

Does Ameriteeh have any fiDlDcial iDraest in GE Capital
Cornmunjeation Services Corporation? Does GE Information Services
have any rmancial incerest in GE Capial Communication Services
Corporation? Given the sumarial equity in=est Ameriteeh holds in
at least one GE subsidiary. OIl wbat basis does Ameritee:h claim that it
bas entered intO an interconnection apeemenr. with a competitor?

...
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Ple:ue address your reply to this data request. an oriJinal and four copies. to Scot Cullen,
Administrator. Telecommunications Division. P.O. Box 7854. Madison, Wisconsin
'3707·7854. CommentS are due in Madison by Aupsc 1!, 1996. Correspondence should
reference docket 672o-n-l11.

If you have any fwtber questions reiardinl this maaer. please live Dennis K1aila a call at
(608) 267-9780.

Sincerely.

<li~t;~(~
'-'Glenn Kelley ;.. //

Chief Counsel >,.
TelecommuniCations Division

GK:D1K:reb:h:\ss\1etter\111_dat.req

c:c: Service List
Lynda Dorr, PSC
RMlMail

.. '
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\Visccnsin Pllblic Service Commission
Ann: Te!ecommunicaz:ioas
P.O. Sox iSS4 REeaVED
Madison. WI 53707·7854

. . . .. FEB 12 1996
RE. Pa'.'tial Custt:m\er Bue AcquisitlOft~__...

.' OlWlOf·tVII$
Oar Ladies/Gentlemen:

By this letter. MIDCOM Communications I=. \MD)COM") mel CiE c~ Communication
Services Corporation. dIbIa GE E.'CChazzp aDd dIbIa CiE CapiIaJ &change rOEJ hereby joimiy
infcrm the Wisconsin Public Service Cornmissicm rCocm"js!jcnj thaz MIDCOM is in the precess of
acquiring a portion ofGE'sWISCOnSin eustemer base.

80th MIDCOM zed GE are cenmed by the Commission u altemaUve teleccmmumeations ut11ities
with authcrity to resefI teiecoua i "mi=:ioas srAces. Tbe Commission Ifamed cerri5eation to
MIDCOM in Docket No. 764S-n-lOO oaDtaraber 16. 1991, aad to GE iaDoc:btNo. 7832·n·lOO
on September 11. 1993. No U3Z2Sfer of==cares, permiu or opadve riPs is d=efbre required.

GE customers will ccmmue to receive the same or improved services It their c:urrem rm=s and with the
same billing arrangem=s. GE will ccm:iz1Ued to e:xist aDd operue umier its own name and does not
want its cerC5eation or~ c:acceied.. A wri!ca1ion !'am an oBicer of GE attesting that the
SW=:1er.ts made in this leer are trUe is mad,est

Please aQa1owled.ge rec:eipt of this aoti6caricm by~ mel mumins the eara ccpy of the
letter in the seLf-addressed. swnped ezm:lopc. provided for this purpose. Questions regarciing this

matter may be direc:t~ to me It (206) 628-7369. ..$~,:u.d. -r /!A-r~
Sincerely,

~)~,~ThLJ1/
BmlIeyD Toneyi --~
A.smwtt Counsel

Enacsure
• '0
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Mr. Scot CuI/en
Administrator
Telecommunications Civision
Public Service Commission of Wisconsin
P. O. Sox 78S4
Madison, WI 53707-7854

Re; Docket 6720-TI·111
(Data Request 1)

Dear Mr. Cullen:
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Ameritech Wisconsin respedfully submita the following responses to the
data request dated August e, 1996, in this docket

1, 2. and 3. In preparing ita waiver request in this proceeding and
making representations with respect to GE Capital Communications Services
(·GECCS·) operations in Wisccnsin, Amerttech Wisconsin relied upon the
agreement between Amemech Wiseensin and GECCS as well as the July 22,
1996, letter from Swidler & Sertin, Counsel to GECCS, to the Commission
indicating that GECCS -intands to u".nd its service offerings in the State of
Wisconsin to indude all forms of ruold local exchange teJec:ammunieatlons
services.- (Empnasis added.) GECCS specifically represented that -expansion
of GECCS's service offerings to indud. exchange r.s.lasarvices wiU further the
Commission's polides in favor of ccmpetitive entry.. ". Expansion of GECCS's
service offerings will aJso contribute to the development at local competition in
the State of Wisconsin. - A copy of the letter is attached for your convenience.

In addition, Ameritech Wisconsin will fulfill its obligations under the law to
make the same terms and conditions for interconnection and resale available to
any other telecommunications camer. The agreement. therefore, proves the
willingness of Ameritech Wisconsin to support competitive entry via resale of its
services in its exchanges throughout Wisconsin. Because this agreement is not
limited to services provided either to residential or business customers, or to

".

.LUt:l
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urban or rural customers, all dasses of customers will receive the benefits of this
competitive entry. whether directly by GECCS or by other resellers willing to
enter into similar agreements.

4. Ameritech has no financial interest in GE Capital Communications
Services Corporation. Ameritech has lent money to GE Information Services
(-GElS"). as indicated in Ameritech's annual reports; Ameritech presently has no
equity interest in GElS or any other GE subsidiary. Ameritech exercises no
control or influence over the operations of GElS or GECCS. GECCS end GElS
are independent. wholly owned subsidiaries of GE. (See attached pages from
the GE annual report.) GElS does not provide local exchange services.
GECCS is, therefore; a competitor of Ameritech Wisconsin in the provision of
local exchange services.

If additional information is required, pie... do net hesitate to contad me.

cc:
Service List
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lint to oUer Olll integrated

iinile point of contilct for

lAith IB~I to pur'5U~ this

l)usin~s. ()u(\~nrure is the

packilie of voice. dau and

video desktop managed

manaiini all desktop­

based communications and cDmputini-PC~. phones.

PBXa. loca.l itta networks. fa:(es and more.

lucnONIC COMMIICI GE {ntormation Services

services. We provide a

,)ur ;Jl.ln~ :or J tulher\"lc~ cnmmunic3tions Ijii~rin~

TIll:' !'1l:".\' federal .:ommunic3tl<JnS law Ijp~ns LIP an ~8.:S

;,;ili,)n r':'I{:,H':JI !,)n~ discan~'e mark!t (0 us. We ar!

q\.;l..:kly mO\"I:':~ ~o me~t all r~qlJ:rem~nts of the new law.

Jnd concinLli:11l co [u.;ter a ..:ompetitive local telephone

market. in order to gain reiUlators' approval of our loni

distance entry. We're

optimistic that we'll

m~t all these require­

ments and gain entry

in 199i. As a first step,

we have already beiUn

to offer Ameritech long distance service to our 1.9 milUon

cellular customers. Long distance is a natural extension

of our core business: we handle the local completion

or 6 billion Joni distance calls each year. ,Our new loni

distance business unit is ready to compete as soon as

we receive approval.

<GElS) is a leader in the worldwide electronic data

intercnanie market. which expanded 25' in 1995.

Ameritech holds a S-l72 million debt stake in GElS.

which wiD convert to a 3()1lD equity sQke as soon as certain

restrictions on Joni' distance services are removed.

GE Information Services electronicallr links businesses

with suppliers. disaibutors. manuL1auren and customers

to streamline transactions and improve information

o t SKTO' MAN AG t 0 St. v, CIS Companies retocusini flo,". ~tore than .w.OOO businesses world'hide use GElS

on their core business often outsourte the telecommuni- services to improve productivitY. lower costs and

cations function to us. In 1995 we formed a partnership shorten cycle times.

ADDITIONAL SOURCES OF GROWTH
ON·LINE HULTH CAU ON.UNI nAVIL CIVlCUNK lucnONlC SALIS

So,.... 2.000 cioC":l". "~ilCll, Custo""." ""ok. 'eHf"tOt'o",. W, mall. gover"m,,,, Our ",_ El.ctro"" Sales

:;"'0 ,"S\ojr"s ,II ..;", "'o,or buy hcll,ts, eCCt" rKords availobl, o"·li,,,. E:,\voro,,"'.'" ".,okn

.... .,'0001110" a',:s us, our ",~"al"m.," informotion SO\Itng tripS to Iftl COu,,"Oult comco"••s· "'orlcI""9 ond

-Iohn c:rl "''''''OrlcI o"d and ..,." b\ojy trovel guides o"d h"". 'll,,,t Po,in; proclolc:! ,nTormOfton :lc:eu,c,le
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,Illo,matlon. C:\ojt :lallt-ork a ".... '''~'''ef seMet Iro'" CIIsto""." ,ndudt LoI Angele, ".llls c:usto",." budd sal.,
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Th~ il/lI,ming cth("U~);On l'!ne<:u the hi:ttoncal \leW of the
comp;lny ;\1th a I leW tOI\'ard the £\lture.

In ! 'lC)~. sel'er-II ke)' inttitlti\'f5 were successfully implement·
~d \\hl(;h better positioned the company for competihon. Thelie
mcludl!d: J.doptlon of olccountina for competiti~e enterprises
aftl~r n:l:ei\'ing prit:t! l't"l;ulatiun in our five sCtltes, the bc'nefits
of \0\ orio: force re::otrul:tunng, ilRd approval in Oetembcr to con·
struct J \ideo di:l.l tone necwonc. The compllnr detennilled
that. due to its ("hanged regulatory en,itonmenc and emerging
competitlun, it should discontinue use of actountinl rules for
regul:ued companie::o and iUlopt accountinl rules applic3ble to
cumpl!tlti\"e enrerpnses..\5 :1 mult. an e.'(traordinary atter-ta.~

noncJ::oh chlU'lle of ~2.2 billion (SUi per share) was retorded.
,\5 nl?t tix..oU ~St'rs were deemed to bf underdepreriated due
prilllanl~' to unrea.listic depretilltion Ih'fs assilned by ~lol'
tors (S~ PICe JO). Going forwarQ, the company's ftnancial
statements renect more reallsdc estimates 01 depreciable
lives and conventional accounting rules.

Ace... Line Growth

l!)!)-l WiUj ab;o the !'Irst fuU year of operating under an
organizational stl':1te~' that usisns eilch customer to a bUlil'
ne:u unit. Pre"iousl~'. the company structured its business
:l.round ~eogr:lphicall}' Iwed subsidiaries (Illinois Bell. Ohio
Uel~ etc.) through which it continues to !'lise capital. The
company believes itope~ in only one indUStry septent.
telecommunications, Howt¥e~ by usisninl customers to :Ipe­
cific business units. customer service and cost effectiveness
are enhanced. Specifically. business unit reengineerinc enabled
a reduction in the company's core landline telephone business
work force of about 1UOO emplo)'fts. Although this required
an after·we restTUcwrina charle of $~55.8 million in 11)1}4. it
positioned the.company for lower future operating eosu. as
discussed more fully on pap 29.

1994 earnlnlS, when normalized for the aforementioned
le,"<tr:lordinuy item and restructurina charaes. coupled with a
"'Ttte·down of {;ertain 3Siets (cliscuued on page 29) by $6U
million iLfter·ta.\. wereH.6gi.G million or nOi per share. This
compares to normalized 199:) earnings of SI,488.4 million or

15

S2. ';'-1 per share. This is JIl lnCre;l~ in tamlng~ of S1qrJ 1
mllliu". or IJ. 4~, illld an increase in earnings per 5h;l~e "f
U:) P'o'l' shaM' or 12.0%. ~ormaliztfi items in 19!H rfl:ltt! to
a pin from the sillt! of \e"" Zealand Telecom shm) J.nd t:',e
campily's ilw'e of I restructurinl charle at th:1l c\llt\p~n:

Reported earnings "''fre a loss oC '1,0616 million, or SI.9~
per share in ll)fj~. a.nd net income ofU ..;12.3 millior. in l!)Cll
or $1. is~ ~hat't. C~h pro~'ided b~ operntion) int:~:l.::od

to $~U:!9.8 million in lIi9~ f:'tlm ,;J.lSS.D milliun .n 1"19·).
an iDc:reue of $2~ 1.2 million. or i.b""{~

TIte mona ~lidwest eronomr pnJ\idf!d a catalyst for the
company's success in 1~·!, Cure busir,e$! operttion3 conc:l\'
ued to show stronl results "ith !.inclUne telephone busineH
""",IllS incre~inc ·U·x, to ·~U billion. .\ major ponlon of
rlw 1I'O"'th retlfctll marl,eting suecess for custom tailing
feawm iuch iU ca.ller [D:lnd c.l11 w:Utina. .\Ceess Line gro\\~h

was 3. in 1~J)·1. resulting in p:l1't from second line additions
u residences installed f~, machines. modems and other uses.
CeUuIar customers increased by ~l.~ from a year ago.
c\dftrtisinl3%\Q promotion tom inturred throughout the bUSI

ness in 1~ wtre ·5242.5 million andS20H million in 199:3
and wisted revenue aro"th.

latenwional investments represent ';,4" of the company's
aSfalt December 31, 1994. Such investments are accounted
for by using the equitY method of accounting. as required by
aenera1I~' 3Cceptp.d accounting principles &tid. J(;c:oruil\~ly,

do not contributl' to recordN T"l'\'enues oC the company,
nle ::umpanr's allocable shal'! of the ~ptraun~ ~sults of its
internilrionil: in\,esllnt.ltS b illl:iuae<l in (.ther incume In :he
company's consolidaL~u stall!men~ of Income. 1ne company
lIStimates its pro !"Ita shi£re of rew.nues in 19>14 from these
internl&!ional ill\'f~tmem~ at abuLll t:SS~;O million. The com·
PIll)' believes these investments will continue to enhance net
income. ~Iana&ement has ac10pted a ~ener&1 Str3te8Y of formir.
:Itr:uegic alliances with p:1rtne~ in its foreIgn in\'~stmentS to
mitigate risk and share e'tpertist!.

In May 1994. 14";'2.5 million w:LS invested in the form of
a loan to a General Electric Company (GEl subsidiary that·
pro\ides sophisticated electronic commerte. "'hich is a hlgh'
gowth market. The 103%\ converts to a 30% equitY position if
certain l'!gulatory relief is Irlnted to the company. Cumntly,
the investment )ielc1s the company a return in the form of
interest income. However. upon conversion. the company will
retord 30% of the income of that GE subsidiary, whic h will
be reduced by amortiution of intangibles resulting from
uS\lmina an !quit)' position in that company. Accordingly.
after conversion Amente,:h earnings may initl:l1lv not be
~nhanced: howe\'et lonl-term e~rations are for slgnlfic:3nt
growth in electronic commerr.p.


